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KEY ECONOMIC ICATORS: _GREEC 


Exchange rate 
All values in millions of drachms Prior to 1975 US $1=30 drachmas- 
tmless otherwise stated Since March 8, 1975 fluctuating 
rate has averaged $1=32 drachmas 
Item : 1973 §€ 19% +: 1975 21974 over$75 over same: 
3 : : : 3 of : 


INCOME, PRODUCTIO LOYMENT 


GNP at Current Prices a/ 427,500 5435400 b/ 624,910 c/ +271 +15.0 
GNP at Constant (1958) Prices a/ § 247,010 2425300 b/ 249,569 c/ -2e1 +3.0 
Per Capita GNP, current pr.(drs.) 47,765 60,044 b/ 68,450 c/ +257 +14.0 
Gross Fixed Inv.(current prices) 131,690 126,000 b/ Enea -403 - 
Consumption (current prices) 370,990 506,400 b/ nea +3625 - 
Ind'l Prodn (1970=100) (Jan_July 75) 147.0 U4.0 147.2 202 +22 
Avg.Industrial Wage (1966=100) 231 292 b/ 365 c/ +264 
Unemployment Rate (non-agric. ) 1.5% 3.0% c/ 3.0% 400.0 


MONEY AND PRICES 


Money Supply (7/75) 93,138 111,474 113,633b/ +19.7 
Public Debt Outstanding (mil.$) 3,136 3,852 Nefe +22.8 
External Debt (mil. $) 3,635 45477 NeBe +2302 
Debt service ratio 13.4% 15% NeBe ~ 
Rediscount Rate Bk of Greece 


(10/75) % 8% 10% -11.1 


Consumer Price Index (1/73=100) 110.4 140.1 155.5 a/ +2669 
Wholesale Price Index (1961=100) 166.9 22842 24005 d/ +367 


ion 
Imports e/ (Jan-Sug 1975) 45047 4,659 
Exports e/ (Jan-Aug 1975) 1,230 1,774 
Trade deficit e/ (Jan-Aug 1975) -2,817 2,885 
Net Invisibles e/(Jan-Aug 1975) 1,629 1,646 
Current Acct deficit e/(Jan-Aug 75) -1,188 1,239 
Gold & For.Exch.Reserves (8/75) 1,016 904 
Exports, FOB-US share f£/(Jan-May 75) 604 601 
Imports CIF- US share f{/(Jan-May 7%) 8.8 94 


Main Imports from US (Jan-May 1975). Foodstuffs Drs. 2,646; machinery and transport 
equipment Drs. 986; other manufactured goods Drs. 681; chemicals Drs. 379; raw 
materials Drs. 226. 


Footnotes: 
GNP at Factor Cost b/ Preliminary c/ Estimate d/ Avg. Jan/Aug 1975 e/Foreign 
exchange data f/ Customs data. 


Sources: Bank of Greece and other agengies. 





SUMMARY 


As the fourth quarter of 1975 begins, the Greek economy is 
responding to the government's mildly reflationary fiscal and 
monetary policy. A modest upswing in secondary production, led 
by a revival in construction activity, together with a good harvest, 
seems to ensure a two to three percent real growth in GNP for 1975, 
Inflation is still a problem, although recent trends in the Wholesale 
Price Index may signal some relief for consumers. The balance of 
payments situation is evolving a little less unfavorably than the 
government had anticipated. According to figures for the first eight 
months, exports continue their strong upward trend and tourism is 
rebounding vigorously from last year's slump. The current account 
deficit for this year, however, will probably be around last year's 
record $1.2 billion, Official borrowing of $500/600 million will be 
required to keep reserves over the level for two months! imports, 
and the medium-run balance of payments remains a source of serious 
concern to government leaders. On balance, however, Greek businessmen 
seem more optimistic than a few months back that next year will bring 
further improvement in the economy. 


On June 12, Greece applied for early full membership in the 
European Community. Greek authorities believe that the political 
and economic advantages of early membership outweigh the serious 
adjustment problems which will confront the industrial and agri- 
cultural sectors. Negotiations on the application will probably 
commence next spring. 


For the first time in several years, government economists 
are focusing on long-term needs. A Five-Year Plan for 1976-80 is 
being formulated to provide a blueprint for restructuring the economy. 
The government has stressed the critical importance of developing the 
export sector and domestic energy resources, and iS setting in motion 
programs to attract foreign capital and technology. 


Imports from the United States during the first five months 
of 1975 totalled $174 million, 45 percent over the same period in 1974, 


Brighter prospects for economic growth in 1976 offer improved conditions 
for U.S. exporters, and long-range market potential looks promising as 
the government seeks to stimulate industrial investment and contemplates 
major public projects. A broadened and responsive Export-Import Bank 
program, underscored by high-level visits of Eximbank officials to 
Greece this year, will contribute to U.S. competitiveness. In addition, 
the presence of U.S. branch banks in major commercial centers can 

assist in facilitating sales, Fields of particular potential for U.S. 
exports at the present time include aviation, mining, petrochemicals 
(equipment and engineering) and energy systems. 


Top level officials acknowledge the importance of foreign 
capital and technology in the modernization of the Greek economy and 
are taking steps to foster a favorable investinent climate. 





A. CURRENT ECONOMIC SITUATION AND TRENDS 


1. Stagnation, Inflation Respond to Treatment; Balance of 
Payments Remains Source of Serious Concern 


As the fourtl: quarter gets under way, it appears that the 
Greek economy is responding to the government's mildly reflationary 
fiscal and monetary policy. Although conclusive statistical data 
are not yet available, manufacturing output seems to be ona 
gradual upswing and construction has improved markedly over the 
low level of activity in 1974. The atmosphere in the business 
community is definitely more optimistic and, although no dramatic 
upsurge in investment has yet occurred, bankers report a growing 
interest in investment projects. There are indications of improvement 
in most areas of the service sector, with the exception of shipping. 
Tourism has responded particularly well to the relative calm in 
Greek-Turkish relations, with arrivals up 30 percent during January- 
August over the same period in 1974, The agricultural sector is 
experiencing its second excellent year in a row due to favorable 
prices and weather conditions. The government's 1975 goal of two 
to three percent real GNP growth, deliberately modest due to balance 
of payments and inflation considerations, seems attainable. 


In August, the Consumer Price Index stood 13 percent over 


the August 1974 level, but the Wholesale Price Index was up only 

5 percent for the same period -- a possibly heartening sign for the 
Greek consumer. Minister of Finance Devletoglou has predicted that 
prices will not rise more than 12 percent in 1975, well below the 
target of 15 percent set by the government earlier this year. 


Some elements of the balance of payments are evolving 
somewhat more favorably than had been anticipated: exports continue 
their strong upward trend (up 20 percent in comparison with January- 
August isvty, while tourism is rebounding vigorously from last year's 
slump (up 23 percent in revenue). Nevertheless, even the moderate 
import growth consistent with avoiding stagnation means that the 
current account deficit this year will probably be at about the same 
level as last year's record $1.2 billion, and only substantial 
additional suppliers’ creditsplus official borrowing of $500/600 million 


this year will enable Greece to maintain its foreign exchange reserves 
at the minimal level of two months' import equivalent. 


The vulnerability of the medium-run balance of payments 
situation worries Greek policy makers. A costly military modern- 


ization program and higher priced imports, particularly oil, will 





Page 5 


push Greece's 1975 trade deficit to record levels, possibly in 
excess of three billion dollars. A growing debt service burden 
(private and public repayments are estimated at $550 million this 
year) and the uncertainty of critical invisible earnings (especially 
shipping) also contribute to high-level concern. The government 
regards the rapid development of exports and import substitution, 
including domestic energy resources, as essential to the eventual 
solution of the balance of payments problem, and is currently 
attempting to lay the necessary groundwork for such development 
(see section A. 3.). In the shorter run, it is seeking to develop 
new export markets, particularly in the Middle East, and working 
to organize sufficient multilateral and bilateral assistance to 
prevent this problem from impacting too severely on domestic 
economic and social programs during the transitional period. 


2. Greece Pushes Closer to the European Community 


On June 12 Greece applied for early full membership in 
the European Community. The preferred Greek scenario would allow 


two and a half to three years for the negotiations and ratification 


procedure, followed by a five-year transitional period. Prime 
Minister Caramanlis regards European Community membership as an 


anchor for Greek democracy and, in a series of visits to Paris, 
Rome, London and Bonn, he has been successful in obtaining ex- 
pressions of political support. From an economic point of view, 
Greek officials believe that the additional financial and technical 
assistance which full membership would promote can significantly 
increase the rate of Greece's economic development. The current 
consensus in Greece is that the economic and political benefits 

of early membership clearly outweigh the interim strains to certain 
sectors, notably agriculture; that early membership does not 
necessarily involve a significant acceleration of the Treaty of 
Athens schedule, which provides for the dismantling by 1984 of 
trade barriers affecting Common Market products; and that the 
economy can cope successfully with, and even benefit from, the 
challenges of integration. 


Discussions are underway on agricultural harmonization, 
and the Community is deliberating a second financial protocol for 
Greece. 


3. Focus on the Future: Need for Structural Change 


For the first time in several years, and certainly since 
the collapse of the junta, the government seems to have short-range 
economic problems well enough in hand to begin to look to the nation's 
long-term needs. The decision to seek early full membership in the 
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Common Market has served to focus attention on the urgent need for 
structural reform in the economy. The Ministry of Coordination 
and Planning and a revivified Center of Planning and Economic 
Research are in the process of formulating a new Five Year Plan 
for 1976-80, which will provide a blueprint for the reform. 
Government leaders acknowledge the constructive role which foreign 


capital, technology and management techniques can play in the 
restructuring process. 


The National Bank of Greece, the Hellenic Bank for In- 
dustrial Development and the National Investment Bank for Industrial 
Development have formed, with strong government support, a consortium 
to identify significant projects, fund feasibility studies and 
generally promote and channel both domestic and foreign investment 
capital (see section B. 3.). 


B. IMPLICATIONS FOR THE UNITED STATES 


1. U.S. Sales Up, Future Market Looks Promising 


U.S. exports to Greece during January-May 1975 (based on 
customs data) reached $174 million, a 45 percent increase over the 
same period in 1974, and 9 percent of total Greek imports. U.S. 
sales of foodstuffs rose 225 percent to $88 million. Machinery 
and transportation equipment accounted for sales of $33 million, 
and other manufactured goods $23 million. 


Brighter prospects for economic growth in 1976 offer im- 
proved prospects for U.S. exporters. Long-range market potential, 
considering Greece's impressive economic development over the past 
two decades, is promising. Energetic salesmanship and competitive 
financing remain ,key factors and, together with the high reputation 
for quality which American goods enjoy, can serve to counterbalance 
the recent appreciation of the dollar vice the drachma (up about 
15 percent since the March severing of the dollar/drachma link), 
and the progressive reduction in Greek tariffs on Common Market 
products provided for in Greece's Association Agreement. A 
broadened and responsive Export Import Bank program will increase 
U.S. competitiveness, and the presence of U.S. branch banks in 
Greece's three main commercial centers can facilitate initial and 
suStained market penetration. At tiie end of July 1975, only seven 
percent of Greece's outstanding supplier credits were provided by 
the United States, compared to 24 percent by Western Germany, 15 per- 
cent by France and 13 percent by Italy. 


Greek exports to the United States during January May 1975 
rose 16 percent over the same period of 1974 te $51 million (based 
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on customs data). Tobacco, manufactured goods and crude materials 
led the list of Greek products shipped to the U.S. during the 

first five months. Greece continues to benefit from a traditional 
current account surplus with the U.S, -- over $500 million in 1974 -- 
due to net receipts for shipping, tourism and emigrant remittances, 


2. Areas of Special Interest for U.S. Suppliers 


The Greek Government and its agencies are potential customers 
of U.S. firms each year for large amounts of equipment and supplies 
obtained through international tenders. The government recently 
announced that the 1975 overseas procurement program would total 
$225 million (excluding agricultural and most petroleum products), 
the largest categories being machinery and plant equipment, tele- 
communications and transportation equipment, and scientific instruments. 
In addition, the government purchases some agricultural commodities 
directly. Corn imports,an area in which the U.S. has traditionally 
been a major supplier, are expected to reach 850,000 metric tons 
during FY 76, a 20 percent increase over FY 75. 


Although budgetary limitations have resulted in delays in 
many major public works projects (such as the Athens subway), the 
Mornos River project continues, and tangible progress has been made 
in the negotiations between Lockheed Air Services and the Greek 
Government on the establishment of the National Aviation Equipment 
Industry. With signs of improvement in the economy, government 
planners are once again looking to the future. The construction 
of a new Athens airport is once again under consideration, and a 
further study by international experts will be made. Government 
plans to expedite the use of local energy resources, particularly 
lignite and oil, may generate U.S. export opportunities. The Public 
Power Corporation's tentative plans call for a doubling of electric 
power generation capacity by 1985, with the addition of hydroelectric 
and lignite-fired plants and, toward the end of the period, the 
completion of Greece's first nuclear unit. The modernization and 
expansion of Greece's commercial telecommunications facilities and 
rail system offer other potential outlets for U.S. products. 

Olympic Airways, now owned and operated by the government, is in 

the process of enlarging its medium-range fleet and is giving serious 
consideration to purchases of long-range aircraft. World Bank and 
European Investment Bank project-tied financial assistance will create 
a demand for equipment in a variety of fields, including irrigation, 
education, and road construction. 


The government's decision to spur economic development should 


stimulate demand for industrial and mining equipment. The Scalistiri 


Group, for example, announced on September 26 a $50 million project 
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for the manufacture of refractory magnesia from sea water and 
dolomite and two U.S. firms will provide technical assistance. 
Sectors in which American equipment should have good to excellent 
export potential include: aviation; construction; mining; food 
processing and packaging; commercial and industrial refrigeration; 
air conditioning; scientific instruments; pollution and environ- 
mental control; medical care and pharmaceuticals; hotels and tourism; 
and port equipment, shipbuilding, ship repair and marine supplies. 


3. Investment: Long-Range Prospects Good 


Foreign investment in Greece under basic investment law 2687 
was inhibited by world-wide economic conditions and by the Cyprus 
crisis and its aftermath. Top-level officials have gone on record 
consistently since the Caramanlis government took office last year 
in support of mutually beneficial foreign investment -- and to 
acknowledge the importance of foreign capital and technology in 
the modernization of the Greek economy. The revision of some aspects 
of certain investment contracts signed during the junta period, 
which the government feels were contrary to the national interest, 
and the occasional bureaucratic difficulties in getting a business 
under way contribute to some investor uncertainty at the moment. 

The government is aware of these problems, however, and is taking 
definite legislative and administrative steps to further improve 
the investment climate. 


Areas of particular promise include mining and minerals 
(alumina, magnesite, asbestos, chromite, petroleum, etc.), petro- 


chemicals, food processing, and a variety ef heavy and light industries. 
Given this year's resurgence of tourism, this sector may once again 

in the near future become a major attraction for foreign capital. 

By mid-1975, U.S. dollar inflows under basic investment law 2687 
amounted to about $400 million (out of a total of $600 million). 


In addition to law 2687 investments, over one thousand shipping, 
commercial and industrial firms operate under laws 89 and 378 which 


grant tax-exempt status to regional supervisory offices. Local 
officials believe that many new firms may seek to locate in Athens 


because of the recent problems in Beirut. 


OWUTIOn, 
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